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Cases involving financial frauds have been reported repeatedly in China’s capital 
market and caused heavy losses to investors. They have also tarnished the image of 
listed companies and shaken investors’ confidence, thus hurting the development of 
the country’s capital market. Thus it is necessary to find out the crux of the problem 
through analyzing the reasons behind financial frauds by some listed companies, the 
means used, and the environment in which they have taken place, and put forward 
suggestions on how to solve the problem. 
This thesis starts with a research on related theories. By taking a review over 
related files about financial frauds, this paper looks into several major theories 
concerning reasons behind such a malpractice. Based on this, the paper uses the 
theory of games to build up a model that governs the relationship between financial 
frauds and supervision, from which it arrives at the conclusion that several key 
elements determine the frequency of financial frauds. They are: severity of 
punishment, premium from fraud, costs of frauds and cost of supervision. Relations 
between these factors are also studied, before a sum-up is made about the often-used 
methods in financial frauds. 
The paper goes on to focus on a major case of financial fraud by a Chinese listed 
company – Yunnan Greenland. It looks into how the bio-technological company used 
fabricated material to get listed and how it violated rules and the law concerning 
information exposure. The company’s whole process of fraud is explored, and means 
of financial fraud analyzed.  
After that, based on conclusion made from the above-mentioned model, the 
paper makes an analysis on the acts, motivation and opportunities of actual control in 
the Yunnan Greenland case.  
It finds out that in a poorly managed company, those who are in actual control 
can go their way to receive huge gains at very low costs. The punishments they may 














them to resort to financial fraud. On the other hand, due to a lack of independence and 
professionalism, some certified accountants have failed to play their role of 
supervision during the accounting process in listed companies.  Some accountants 
have even become accomplices in financial frauds.  
Some regional governments, out of economic concerns, have had very lax 
supervision over local listed companies. They have even left such companies with 
themselves and tolerated their malpractices, thus creating a favorable external 
environment for the companies to engage in financial frauds. 
Finally, the paper puts forward some suggestions on financial fraud prevention. 
On the one hand, supervision must be strengthened so that there is little room left for 
financial fraud to happen. On the other hand, measures must be taken to minimize 
fraud premium, improve company management, thus lowering the need for financial 
frauds and limiting chances for such malpractices to happen.   
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